LCBB5011 – C1
MOCK EXAM 
1.5 Hours

For each question, select the best option available

1. What are the two key qualities, or characteristics, that accounting information should possess?
A. Reliability and consistency
B. Relevance and faithful representation
C. Comparability and understandability
D. Consistency and prudence

2. Consider the following two statements concerning the differences between financial and management accounting:
A. Management accounting reports are used for internal purposes and financial reporting is used for external purposes.
B. Management accounting reports are used for external purposes and financial reporting is used for internal purposes.

Which of the statements above is correct=
A. Statement A
B. Statement B

3. Enhancement of which one of the following factors is the assumed objective of a business.
A. Sales revenue
B. Income
C. Increasing shareholders wealth
D. Return on capital employed

4. Which one of the following equations correctly expresses the accounting equation
Assets (A), Liabilities (L), Equity (E)?
A.  A = L + E
B.  L = A + E
C.  E = L * E
D.  L = A * E

5. ﻿Consider the following statements concerning depreciation:

A. The reducing-balance method of depreciation results in higher charges to the income statement in the early stages of the assets life. 
B. The straight-line method of depreciation requires that a different amount is charged to the income statement every year. 

Which of the statements above is correct?
A. Statement A
B. Statement B

﻿6. Which body is responsible for setting accounting standards for large, listed UK businesses?

A. The London Stock Exchange
B. The Government
C. The International Accounting Standards Board
D. The Accounting Standards Committee

﻿7. Profit made for the year is kept in which of the following accounts?

A. Retained earnings account
B. Share premium account
C. General reserve
D. Share capital account

﻿8. The _______________ convention is designed to provide guidance concerning the
recognition of expenses.

A. Duality
B. Historic cost
C. Realisation
D. Matching


9. ﻿Accounting is referred to as the language of business because it is the method of communicating business information to decision makers.

A. True
B. False

10. ﻿A creditor is a person who owes money to the business.

A. True
B. False

Explanation: A creditor is a person to whom a business owes money.

11. ﻿An accounts receivable requires the business to pay cash in the future.

A. True
B. False

Explanation: An accounts receivable represents a customer's promise to pay in the future for services or goods sold.


12. ﻿The account title used for recording the payment of rent in advance for an office building is ________.

A. Prepaid Rent
B. Rent Payable
C. Rent Revenue
D. Rent Expense

13. ﻿Which of the following accounts is an asset?
A. Salaries Expense
B. Accounts Payable
C. Service Revenue
D. Prepaid Expense

﻿14. Distribution of cash or other assets to the stockholders is called ________.
A. Dividends
B. Unearned revenues
C. Salaries expense
D. Revenues

15. How will you classify Shares?

A. Equity
B. Debt
C. Assets
D. Liabilities?

‘
16. ﻿Debit refers to the right side of the T-account, and credit refers to the left side.

A. True
B. False

Explanation: Debit refers to the left side of the T-account, and credit refers to the right side.

17. ﻿Which of the following account decreases with a credit?
A. Cash
B. Common Stock
C. Accounts Payable
D. Unearned Revenue
﻿
18. When considering the time value of money, a dollar today is worth ________ a dollar to be received in the future.
A. less than
B. more than
C. the same as
D. half as much as

﻿19. Compute the present value of $120,000, invested for four years at 9%. – 6 marks 
Present value of $1:

[image: A table with numbers and symbols

Description automatically generated]
A. $103,097
B. $99,999
C. $4,500
D. $95,040

Explanation:

	Value
	$120,000

	Discount factor 
	0.708

	Present value 
	$84,960



20. Compute the present value of $330,000, invested for four years at 8%. – 6 marks 
Present value of $1:
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A. $119,100
B. $102,150
C. $106,200
D. $242,550

Explanation:

	Value 
	$330,000

	Discount factor
	0.735

	Present Value 
	($330,000 × 0.735) $242,550





21.   A machine costing £50,000 is depreciated at 15% per annum using the reducing balance method. What is the depreciation charge for Year ? [6marks]
A. £25,000
B. £7,500
C. £6,000
D. £20,000
Calculation: 50,000 × 25% = £7,500
Answer: B



﻿22) ﻿A debt that must be paid within one year or within the entity's operating cycle, whichever is longer, is considered ________.
A. a current liability
B. a long-term liability
C. a general liability
D. a plant asset liability

23) ﻿Accounts Payable is considered a ________.
A) current asset
B) long-term asset
C) current liability
D) long-term liability



24) ﻿When a business collects cash, the Cash account is debited.

A. True
B. False

25) ﻿Based on the table, what is the payback period for Project A? (3marks)
	CASHFLOWS
	PROJECT 1(£000)
	PROJECT B(£000)

	OUTLAY
	200
	500

	CASHFLOWS
	
	

	YEAR 1
	100
	45

	YEAR 2
	80
	45

	YEAR 3
	110
	45


A. 1 year
B. 2 years
C. 2 years 66 days
D. 2 years 46 days


26) ﻿The cost principle requires a business to record the assets acquired, or services received, at their actual cost.

A. True
B. False

27) Which of the following assets is not depreciated?
A. Land
B. Buildings
C. Vehicle
D. Plant

28) ﻿Masonry Construction Group paid $5,000 for a plant asset that had a market value of $10,500. At which of the following amounts should the plant asset be recorded?  

A. $10,500
B. $2,500
C. $5,000
D. $10,000

29) ﻿Which of the following is not classified as property, plant, and equipment?
A. Supplies
B. Building
C. Land
D. Equipment

30) ﻿Which of the following liabilities is created when a company receives cash for services to be provided in the future?
A. Unearned Revenue
B. Accrued Liability
C. Accounts Payable
D. Estimated Warranty Payable

31) A resource controlled by the business from which future economic benefits are expected to flow is Asset
A. True 
B. False
32) Peter’s Plc owns assets of £150,000 and liabilities of £100,000. According to the accounting equation, the owner’s equity is £50,000.
a.	True
b.	False
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